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nevertheless, it was the clear and decided opinion of the com-
mittee, that the Bank ought to continue to regulate their issues
by the Market price of bullion and the Foreign Exchanges, in the
same manner as they had been obliged to do before the suspen-
sion, and that the high price of gold bullion, and the depression
of the Foreign Exchanges beyond the limits before described, were
to be ascribed to the neglect of the due limitation of the Paper
Currency

69.    Since the checks above described had been removed, the
Committee were  anxious to know upon what principles the
Directors had regulated their issues.   The Directors and some
of the merchants shewed a great anxiety to state a doctrine,
of whose truth they were thoroughly convinced, that there could
be no possible excess in the issue of Bank of England paper, so
long as the advances in which it is issued consist of the discount
of mercantile bills of undoubted solidity, arising out of real com-
mercial transactions, and payable at short and fixed periods.
These were the principles which then governed the Bank, and
what they said indicated the only true limit that need be imposed
on their issues.   Nevertheless, the Report says such a doctrine is
wholly erroneous in principle, and pregnant with dangerous con-
sequences.   The Report then proceeds to shew the fallacy of this
theory of Paper Currency, which, as we have already observed,
we shall reserve for future consideration, along with several other
theories upon the subject

70.    The limitation of the rate of interest by law to 5 per
cent, produced injurious effects, by fanning a spirit of specu-
lation,  and making more  extensive   demands  for discounts.
Consequently, the Directors themselves had been obliged fre-
quently to limit their advances, and did not act up to their own
principles, which they considered sound and safe, and, conse-
quently, they had no distinct or certain rule to guide them

71.    The suspension of cash payments had thrown into the
hands of the Directors of the Bank the important charge of
supplying the circulating medium of the country at their sole
discretion.    That the most complete knowledge of the state